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nonfat dry milk is used in the prepara-
tion of the milk components set forth 
in paragraph (d) of this section. In ad-
dition, the State agency may approve 
the use of nonfat dry milk in meals 
served to children participating in ac-
tivities which make the service of fluid 
milk impracticable, and in locations 
which are unable to obtain fluid milk. 
Such authorization shall stipulate that 
nonfat dry milk be reconstituted at 
normal dilution and under sanitary 
conditions consistent with State and 
local health regulations. 

(8) Additional foods. To improve the 
nutrition of participating children, ad-
ditional foods may be served with each 
meal. 

[54 FR 18208, Apr. 27, 1989, as amended at 54 
FR 27153, June 28, 1989; Amdt. 2, 55 FR 1377, 
Jan. 14, 1990; 55 FR 13470, Apr. 10, 1990; 61 FR 
37672, July 19, 1996; 62 FR 10191, Mar. 6, 1997; 
64 FR 72487, Dec. 28, 1999; 64 FR 72487, Dec. 28, 
1999; 65 FR 12437, Mar. 9, 2000; 65 FR 82251, 
Dec. 28, 2000] 

Subpart D—General 
Administrative Provisions 

§ 225.17 Procurement standards. 
(a) State agencies and sponsors shall 

comply with the requirements of 7 CFR 
part 3016 or 7 CFR part 3019, as applica-
ble, concerning the procurement of 
supplies, food, equipment and other 
services with Program funds. These re-
quirements ensure that such materials 
and services are obtained for the pro-
gram efficiently and economically and 
in compliance with applicable laws and 
executive orders. Sponsors may use 
their own procedures for procurement 
with Program funds to the extent that: 

(1) Procurements by public sponsors 
comply with applicable State or local 
laws and the standards set forth in 7 
CFR part 3016; and 

(2) Procurements by private non-
profit sponsors comply with standards 
set forth in 7 CFR part 3019. 

(b) The State agency shall make 
available to sponsors information on 7 
CFR part 3016 or 7 CFR part 3019, as ap-
plicable. 

(c) Sponsors may use their own pro-
curement procedures which reflect ap-
plicable State and local laws and regu-
lations, provided that procurements 
made with Program funds conform 

with provisions of this section, as well 
as with procurement requirements 
which may be established by the State 
agency, with approval of FNS, to pre-
vent fraud, waste, and Program abuse. 

(d) The State agency shall ensure 
that each sponsor is aware of the fol-
lowing practices specified in 7 CFR 
part 3016 or 7 CFR part 3019, as applica-
ble, with respect to minority business 
enterprises: 

(1) Including qualified minority busi-
ness enterprises on solicitation lists, 

(2) Soliciting minority business en-
terprises whenever they are potential 
sources, 

(3) When economically feasible, divid-
ing total requirements into smaller 
tasks or quantities so as to permit 
maximum participation by minority 
business enterprises, 

(4) Establishing delivery schedules 
which will assist minority business en-
terprises to meet deadlines, and 

(5) Using the services and assistance 
of the Small Business Administration, 
and the Office of Minority Business En-
terprise of the Department of Com-
merce as required. 

(e) Geographic preference. (1) Sponsors 
participating in the Program may 
apply a geographic preference when 
procuring unprocessed locally grown or 
locally raised agricultural products. 
When utilizing the geographic pref-
erence to procure such products, the 
sponsor making the purchase has the 
discretion to determine the local area 
to which the geographic preference op-
tion will be applied; 

(2) For the purpose of applying the 
optional geographic preference in para-
graph (e)(1) of this section, ‘‘unproc-
essed locally grown or locally raised 
agricultural products’’ means only 
those agricultural products that retain 
their inherent character. The effects of 
the following food handling and preser-
vation techniques shall not be consid-
ered as changing an agricultural prod-
uct into a product of a different kind or 
character: Cooling; refrigerating; freez-
ing; size adjustment made by peeling, 
slicing, dicing, cutting, chopping, 
shucking, and grinding; forming 
ground products into patties without 
any additives or fillers; drying/dehy-
dration; washing; packaging (such as 
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placing eggs in cartons), vacuum pack-
ing and bagging (such as placing vege-
tables in bags or combining two or 
more types of vegetables or fruits in a 
single package); addition of ascorbic 
acid or other preservatives to prevent 
oxidation of produce; butchering live-
stock and poultry; cleaning fish; and 
the pasteurization of milk. 

[54 FR 18208, Apr. 27, 1989, as amended at 71 
FR 39518, July 13, 2006; 76 FR 22607, Apr. 22, 
2011] 

§ 225.18 Miscellaneous administrative 
provisions. 

(a) Grant closeout procedures. Grant 
closeout procedures for the Program 
shall be in accordance with 7 CFR part 
3016 or 7 CFR part 3019, as applicable. 

(b) Termination for cause. (1) FNS may 
terminate a State agency’s participa-
tion in the Program in whole, or in 
part, whenever it is determined that 
the State agency has failed to comply 
with the conditions of the Program. 
FNS shall promptly notify the State 
agency in writing of the termination 
and reason for the termination, to-
gether with the effective date, and 
shall allow the State 30 calendar days 
to respond. In instances where the 
State does respond, FNS shall inform 
the State of its final determination no 
later than 30 calendar days after the 
State responds. 

(2) A State agency shall terminate a 
sponsor’s participation in the Program 
by written notice whenever it is deter-
mined by the State agency that the 
sponsor has failed to comply with the 
conditions of the Program. 

(3) When participation in the Pro-
gram has been terminated for cause, 
any funds paid to the State agency or 
a sponsor or any recoveries by FNS 
from the State agency or by the State 
agency from a sponsor shall be in ac-
cordance with the legal rights and li-
abilities of the parties. 

(c) Termination for convenience. FNS 
and the State agency may agree to ter-
minate the State agency’s participa-
tion in the Program in whole, or in 
part, when both parties agree that the 
continuation of the Program would not 
produce beneficial results commensu-
rate with the further expenditure of 
funds. The two parties shall agree upon 
the termination conditions, including 

the effective date, and in the case of 
partial termination, the portion to be 
terminated. The State agency shall not 
incur new obligations for the termi-
nated portion after the effective date, 
and shall cancel as many outstanding 
obligations as possible. The Depart-
ment shall allow full credit to the 
State agency for the Federal share of 
the noncancellable obligation properly 
incurred by the State agency prior to 
termination. A State agency may ter-
minate a sponsor’s participation in the 
manner provided for in this paragraph. 

(d) Maintenance of effort. Expenditure 
of funds from State and local sources 
for the maintenance of food programs 
for children shall not be diminished as 
a result of funds received under the Act 
and a certification to this effect shall 
become part of the agreement provided 
for in § 225.3(c). 

(e) Program benefits. The value of ben-
efits and assistance available under the 
Program shall not be considered as in-
come or resources of recipients and 
their families for any purpose under 
Federal, State or local laws, including, 
but not limited to, laws relating to 
taxation, welfare, and public assistance 
programs. 

(f) State requirements. Nothing con-
tained in this part shall prevent a 
State agency from imposing additional 
operating requirements which are not 
inconsistent with the provisions of this 
part, provided that such additional re-
quirements shall not deny the Program 
to an area in which poor economic con-
ditions exist, and shall not result in a 
significant number of needy children 
not having access to the Program. 
Prior to imposing any additional re-
quirements, the State agency must re-
ceive approval from FNSRO. 

(g) Fraud penalty. Whoever embezzles, 
willfully misapplies, steals, or obtains 
by fraud any funds, assets, or property 
that are the subject of a grant or other 
form of assistance under this part, 
whether received directly or indirectly 
from the Department, or whoever re-
ceives, conceals, or retains such funds, 
assets, or property to his use or gain, 
knowing such funds, assets, or property 
have been embezzled, willfully mis-
applied, stolen or obtained by fraud 
shall, if such funds, assets, or property 
are of the value of $100 or more, be 
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